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Business Environment 
(Domain 3.0) 


1. B. The business case is an economic feasibility study used to understand the business need 
for the project and determine whether the investment is worthwhile. In short, it justifies 
the need for the project and contains information such as the project description, high- 
level description of scope, analysis of the problem, financial analysis, and success factors. 


2. B. Project management is defined as the application of knowledge, skills, tools, and 
techniques to project activities to meet the project requirements. 


3. D. Since the marketing company where Bill works is a customer of Reasons to Lyv, the 
project being managed within his organization is a result of a customer request. 


4. D. Respect, not fairness, is the value that addresses culture shock and diversity training. 
Accepting vendor gifts is acceptable when the gift or situation complies with a company’s 
stated policies. 


5. D. All the options are part of the organizational process assets updates output of this 
process. Feedback from stakeholders can be used on the current project as well as future 
projects. 


6. D. The best answer to this question is D. This is a high-risk project, and a feasibility study 
should be conducted as a separate project because the outcome is unknown. 


7. A. Don’t accept gifts that might be construed as conflicts of interest. If your organization 
does not have a policy regarding vendor gifts, set limits for yourself depending on the 
situation, the history of gift acceptance by the organization in the past, and the complexity 
of the project. It’s always better to decline a gift you’re unsure about than to accept it and 
later lose your credibility, your reputation, or your PMP status because of bad judgment. 
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B. Marketplace conditions and financial management and accounts payable systems are 
examples of enterprise environmental factors versus organizational process assets. When 
performing the Close Project or Phase process, project or phase closure guidelines or 
requirements, along with the configuration management knowledge base, serve as valuable 
inputs. The configuration management knowledge base contains versions and baselines of 
standards, policies, procedures, and project documents belonging to the organization. 


B. Linear, multi-objective programming, and nonlinear are all examples of constrained 
optimization methods, not benefit measurement methods. Benefit measurement methods 
include benefit-cost ratio analysis, scoring models, and benefit contribution methods. 


D. Project selection methods include benefit measurement methods and mathematical 
models (also known as constrained optimization methods). Benefit measurement methods 
might include cost-benefit analysis and cash flow analysis. 


A. The title of project coordinator indicates this is a weak matrix organization and that 
you are working within one of the business units rather than under the PMO (as you 
would if you were in a strong matrix organization). The question also states that the work 
of the project has begun, so you are in the Executing phase of the project. 


B. According to PMI, business value is defined as the net quantifiable benefit derived from 
a business endeavor. These benefits may be intangible, tangible, or both. 


A, B, C. A benefits management plan describes how and when the benefits of a project 
will be delivered. It also describes what mechanisms should be in place to measure those 
benefits. Examples of key elements that make up a benefits management plan include 
target benefits, strategic alignment, timeframe for realizing benefits, benefits owner, 
metrics, assumptions, and risks. Business need is captured within a business case. 


A. Ina weak-matrix organization, the project coordinator has a low degree of authority, 
which can be viewed as a disadvantage. 


A, C, D. According to the PMBOK® Guide, the three types of PMOs are directive, 
supportive, and controlling. 


A. Project A has the highest score based on the values provided. To calculate the score for 
each project, multiply the score of each criterion against the weight of the criteria and then 
add up all of the scores. See the following table for the calculations: 


Criterion Weight Project A Project A Project B Project B Project C Project C 
Score Totals Score Totals Score Totals 

Profit potential 5 5 25 2 10 1 5 

Marketability 1 1 1 5 5 3 3 

Ease of use 3 2 6 3 9 5 15 


Weighted score — — 32 — 24 — 23 
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B. Examples of enterprise environmental factors that are used in the Identify Stakeholders 
process are company culture, organizational structure, governmental or industry 
standards, global trends, and geographic locations of resources and facilities. The other 
options included are organizational process assets. 


A. Market research can be used to examine industry and seller capabilities. Information 
can be obtained in places such as conferences, online reviews, and other sources available 
in the market. 


B. Teams working in a weak matrix organization tend to experience the least amount of 
stress during the Closing processes. This is because, in a weak matrix organization, the 
functional manager assigns all tasks (project-related tasks as well) so the team members 
have a job to return to once the project is completed and there’s no change in reporting 
structure. 


B, C, D. When considering Agile approaches, organizational leaders should evaluate the 
compatibility of those methods to determine whether the organization is ready and can 
support such change. This includes the willingness to change at the executive management 
level and at the broader organizational level. There must be a willingness to focus on 
short-term budgeting and metrics versus long-term goals. 


C. Sue is describing organizational project management (OPM). The PMBOK® Guide 
defines OPM as a framework in which portfolio, program, and project management are 
integrated with organizational enablers to achieve strategic objectives. 


B. Enterprise environmental factors are the factors both internal and external to the 
organization that can influence the project. Marketplace conditions is one example, as are 
organizational culture, structure, and governance. Enterprise environmental factors is a 
frequent input of the project management processes. 


D. Portfolio management groups projects, programs, portfolios, and other work that 
is similar in scope and weighs the value of each project against the business’s strategic 
objectives. Portfolio management also monitors projects to make certain they adhere 
to the objectives and make efficient use of resources. Portfolio management is usually 
handled by a senior manager with many years of experience in project and program 
management. 


D. Benefit-cost ratio can be referred to as cost-benefit analysis. It is a common benefit 
measurement method that compares the cost to produce the product, service, or result of 
the project to the benefit that the organization will receive after executing the project. 


D. Projects are temporary endeavors undertaken to produce a unique product, service, 
or result. Operations, on the other hand, are ongoing and repetitive and do not have an 
ending date. 


A. Payback period is considered to be the least precise project selection method. 


C. Because Reasons to Lyv is attempting to exploit new GPS technology that is available, 
the project is a result of technological advance. 


D. This project came about as a result of social need. Social need is one of seven typical 
reasons that trigger the need for a project, as noted by the PMBOK® Guide. 
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B. Honesty can include a lot of topics: reporting the truth regarding project status, being 
honest about your own experience, not deceiving others, not making false statements, and so 
on. As a project manager, you are responsible for truthfully reporting all information in your 
possession to stakeholders, customers, the project sponsor, and the public when required. 


A. Responsibility is the act of making decisions that are for the good of the organization 
rather than yourself, admitting your mistakes, being responsible for the decisions you make 
(or those you don’t make), and the consequences that result, along with other actions. 


B. A program is defined as related projects, subsidiary programs, and program activities 
managed in a coordinated manner to obtain benefits not available when managing them 
individually. The other options provide the definition of a project, progressive elaboration, 
and product life cycle. 


B. Projects exist to create a unique product, service, or result. What the director in the 
scenario describes is shifting the backend of an existing app to technology that also 
already exists within the company. This would reflect operations, which are considered to 
be ongoing and repetitive, versus the creation of new capabilities. 


A. Economic models are an example of a benefit measurement method, not a constrained 
optimization method. These are project selection techniques that can be used to measure 
the advantages or merits of the product of the project. 


A. Although the lessons learned register is a tempting choice and is an artifact of the 
project, the correct answer is organizational process assets. Organizational process assets 
are the organization’s policies, guidelines, processes, procedures, plans, approaches, and 
standards for conducting work, including project work. They are a frequent input to the 
project management processes. 


C. Honesty involves not only information regarding your own background and experience 
but information regarding the project circumstances as well. 


C. Answer C is stated backwards. IRR is the discount rate when NPV equals zero. 


A. Hybrid organizations are a combination of various organizational types and typically 
involve a project-oriented structure coexisting within a functional organization. 


A. A megaproject is defined as a large multiyear project that costs more than $1 billion 
and affects 1 million or more people. 


B. Projects with NPV greater than 0 should be recommended; the key determining factor 
in selecting Project Fun is that the NPV is positive. Had both NPVs been positive, then the 
determining factor would have been the greater NPV number, since the scenario notes that 
funding exists for only one project. Payback period is considered the least precise selection 
method and is not typically the sole determining factor. 


A. A positive value for NPV means the project will earn a return at least equal to or 
greater than the cost of capital. Since NPV for Alternative A is positive, this alternative 
will earn at least a 12 percent return. 


B. This is a false statement. Projects using an Adaptive approach prioritize work based on 
the highest business value items first. This reduces the failure of premature closure due to 
sunk costs because early benefits realization occurs. 
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C. The requirements traceability matrix links the requirements to the business and project 
objectives. This ensures that requirements add business value. 


B. As a project manager, you are responsible for truthfully reporting all information in 
your possession to stakeholders, customers, the project sponsor, and the public when 
required. Always be up front regarding the project’s progress. 


C. Organizational structures are the forms that an organization can take and their 
influence on projects. They describe the style, culture, and way of communicating that 
influence how project work is performed. 


A. Within a project-oriented organization, the project manager has a high degree of 
authority, and projects are treated with priority. A project manager has high to almost 
total resource access/availability, since team members are often dedicated to the project. 


B. The question describes a hybrid organizational type, likely a mixture of a weak and a 
strong matrix. A clue is that your title is project manager, which does not typically exist 

in a purely functional organization; another is that the functional manager manages the 

project budget, which is not typical in a project-oriented or PMO organizational type. 


A, B, D. According to the PMBOK® Guide, projects are initiated by business leaders 
because of the following categories or factors: regulatory compliance, legal requirements, 
or social requirements; stakeholder needs and requests; changing technology needs of the 
organization; create or improve processes, services, or products. 


B. The formula for present value is PV = FV / (1 + i)". Plugging in the information from 
the question, the formula becomes $8,000 / (1 + .07)? = $6,530. 


A. This came about because of a business need. Staff members were spending unproductive 
hours converting information, causing the company loss. The time the employees spent 
converting the information could have been spent doing something more productive. 


D. The Project Management Institute is the industry-recognized standard for project 
management practices. PMI is active and recognized around the globe, although it is 
headquartered within the United States. 


D. The Code of Ethics and Professional Conduct is published by PMI, and all PMP 
credential holders are expected to adhere to its standards. 


B. When resources are cut off from the project and the project is starved prior to 
completing all requirements, it often leads to an unfinished project. Resources in this case 
can be money (such as in Yasmin’s case), human resources, equipment, or supplies. This 
type of project ending is referred to as starvation. 


C. An organization breakdown structure is a form of organization chart that shows 
the departments, work units, or teams within an organization and their respective work 
packages. 


A. Ina weak matrix organization, the functional manager has greater authority than the 
project manager. Based only on the information provided within the question, it is likely 
that resources will be reassigned to another project. 
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A, D. According to Managing Change in Organizations: A Practice Guide, published by 
PMI, there are three recommendations to consider when applying organizational change 
management at a comprehensive level: 1) models for describing change dynamics, 2) 
framework for achieving change, and 3) application of change management practices at 
the project, program, and portfolio levels. 


A. According to the PMBOK® Guide, project benefits are defined as outcomes of actions, 
behaviors, products, services, or results that provide value to the sponsoring organization 
as well as to the project’s intended beneficiaries. 


B. Tailoring refers to determining which project management processes to use when 
managing and conducting the project. 


A. While PMOs may facilitate the selection of projects that support a company’s strategic 
objectives, they are not typically responsible for establishing the objectives and selecting 
projects. All other options describe the types of support that a PMO typically offers 
within an organization. 


C. Antwon is performing portfolio management activities. Portfolio management is 
defined as the centralized management of one or more portfolios to achieve strategic 
objectives; it involves guiding the investment decisions of the organization to meet the 
organization’s strategic goals. 


C. Progressive elaboration is not necessarily a deferral in planning; it refers to 
progressively determining the characteristics of the product, service, or result 
incrementally, as more detail becomes available. 


D. Ina functional organization, the role of project manager typically does not exist. 
Instead, it may be a part-time role or a similar role such as a project coordinator. 


B. The change control board (CCB) is responsible for reviewing all change requests and 
approving them or denying them. It is sometimes also known as a technical assessment 
board, technical review board, or engineering review board. 


B. In this instance, Joe is correct. When resources are cut off from the project or are 
no longer provided to the project, it’s starved prior to completing all requirements. 
Integration, on the other hand, is when resources of the project are distributed to other 
areas in the organization or are assigned to other projects. 


C. Weak matrix organizational structures tend to experience the least amount of stress 
during the project closeout processes. 


A. The business case is a feasibility study that lists objectives and reasons for a project. 
It identifies critical success factors for the project, why the project was undertaken, an 
analysis of the situation, and recommendations. 


C. The product owner is responsible for guiding the vision and direction of the product. 
This includes owning the product backlog and prioritizing the work reflected in the 
backlog based on its business value. 
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B. Project selection methods are used prior to the Develop Project Charter process to 
choose which projects the organization should undertake or to choose among alternative 
ways of doing a project. According to the PMBOK® Guide, the project manager is not 
involved in project selection. 


A. The new series is unique and hasn’t been done before. There is a definite end date— 
sweeps week in November—and the beginning date was the start of the project creation. 
After the series has started, the project itself is over, and the series becomes an ongoing 
operation. 


C. Directive PMOs tend to have a high degree of control over projects, with project 
managers assigned by and directly reporting to the PMO. The PMO typically controls and 
manages projects directly. 


C. The best answer in this situation is to get the facts before taking any action. A 
violation based only on suspicion should not be reported. You can get the facts by telling 
your friend you’re concerned about the appearance of impropriety and ask her whether the 
vendor gave her these items. It could be that these are the first of several samples that will 
be coming from all the vendors bidding on the project so the equipment can be evaluated 
in light of the project objectives. Or she could have accepted them as gifts, which is not 
appropriate. Never jump to conclusions. Always ask and get the facts straight before 
reporting a conflict-of-interest situation. 


A. Addition is a project ending where a project evolves into ongoing operations. In these 
cases, a full-time staff can be required to support ongoing operations, maintenance, and 
monitoring of a project’s deliverable. 


B. The Code of Ethics and Professional Conduct addresses core values that project 
management practitioners should and must uphold. Specifically, it applies to all PMI 
members, PMI volunteers, those certified through PMI, and those going through the PMI 
certification process. 


A. Preparing stories for the next iteration refers to backlog refinement or backlog 
grooming. The intent is to refine stories sufficiently so that the team understands what 
work must be accomplished. 


A-2, B-3, C-1. According to the PMBOK® Guide, there are three types of PMOs: 
supportive, controlling, and directive. Supportive PMOs have a low degree of control, 
controlling PMOs have a moderate degree of control, and directive PMOs have a high 
degree of control. 


D. Phase gates serve as important checkpoints throughout a project’s life that allow the 
project team to compare the project’s performance against the plan and decide whether 
the project should proceed to the next phase. The primary purpose of phase gates is not 
intended as an audit function against regulatory compliance. 


C. The benefits management plan outlines the target benefits of the project and is used 
to measure both the tangible and intangible benefits. As part of project integration 
management activities, project managers should report progress against this plan to 
project stakeholders. 
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. D. The benefits management plan describes how and when the benefits of the project will 
be delivered. It captures the target benefits, strategic alignment, timeframe for realizing 
benefits, and the metrics of how the benefits will be measured, along with other key 
information relating to business value delivered. 


B. The project is being driven by legal requirements. New projects can occur as a result of 
laws passed, as in the case seen in this scenario. 


C. The change control board is officially chartered and given the authority to approve or 
deny change requests as defined by the organization and as outlined within the project 
management plan. The authority level (including exception or emergency process) should 
be detailed within the project management plan. 


A. Part of the Code of Ethics and Professional Conduct requires that you cooperate in 
any investigation concerning ethics violations and in collecting information related to the 
violation. 


B. In a project-oriented organization, the project team is dedicated to the project. When a 
project is complete, they either transition to another project or are released. 


E. According to the Agile Practice Guide, stakeholders should be educated on why and 
how to be Agile. This includes understanding the benefits of business value based on 
prioritization, greater accountability and productivity of empowered teams, and improved 
quality. 


D. While most (if not all!) project managers hope that all project team members are 
held accountable to the core values identified within the Code of Ethics and Professional 
Conduct, it is written with project management practitioners in mind. This includes the 
following individuals: all PMI members, those who hold a PMI certification, those who 
begin the PMI certification process, and those who volunteer through PMI. 


A. Responsibility entails ensuring integrity, accepting assignments we are qualified for, 
abiding by laws and regulations, and maintaining confidential information. 


B. An organization’s culture heavily influences the type of project management 
approaches adopted by project teams and how Agile approaches are used. For example, 
startup environments tend to operate in a lean fashion, opting to fail fast and iterate to 
produce results quickly. 


D. Planned value in this scenario refers to the project’s benefits. The benefits management 
plan describes how and when the project’s benefits will be delivered. According to the 
PMBOK® Guide, benefits are an outcome of actions, behaviors, products, services, 

or results that provide value to the sponsoring organization as well as to the project’s 
intended beneficiaries. 


B. A controlling PMO is focused on two key areas: providing the organization with 
support in its application of project management practices and requiring compliance 
against those practices. 
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. D. Project managers must remain alert to changes occurring across the internal and 
external business landscape to understand the impact to their projects. When this occurs, 
such as in Kaylee’s case, project managers should assess and prioritize the impacts of these 
changes on their project and then adjust the backlog accordingly. 


D. According to the Agile Practice Guide, backlog refinement is defined as the progressive 
elaboration of project requirements and/or the ongoing activity in which the team 
collaboratively reviews, updates, and writes requirements to satisfy the need of the 
customer request. 


A. According to the PMBOK® Guide, phase reviews are also called phase gates, 

phase entrances, phase exits, stage gates, and kill points. Phase reviews typically serve as 
checkpoints at the end of a phase where performance or progress is evaluated against the 
project charter or plan. Once completed, the project progresses to the next phase. 


B. Tailoring involves determining which project management processes to use when 
managing and conducting the project. 


A. Projects using an iterative and incremental approach to managing the project life cycle 
tend to experience short feedback loops and reprioritization of the backlog. Frequent 
delivery and feedback allow the team to adapt and adjust to changes quickly, as well as 
prioritize appropriately. 


D. According to the PMBOK® Guide, most projects fit one of seven needs and demands 
that result in their creation: market demand, organizational need, customer request, 
technological advance, legal requirement, ecological impacts, or social need. 


C. Honesty entails acting in a truthful manner in both our communications and conduct. 
Although the project manager’s intentions seemed to result from positive intentions, 

the act of forging survey responses—even if he felt that they reflected truthful feedback 
received—does not represent truthful actions. 


D. Honesty can include a lot of topics: reporting the truth regarding project status, being 
honest about your own experience, not deceiving others, not making false statements, and 
so on. According to the Code of Ethics and Professional Conduct, honesty is your duty to 
understand the truth and act in a truthful manner, both in your communications and in 
your conduct. 


A-1, B-2. Organizational process assets are factors that are internal to the organization, 
such as internal policies, processes, templates, and lessons learned repositories; enterprise 
environmental factors are external to the organization, such as laws, regulations, 
published standards, and marketplace conditions. 


A. According to the PMBOK® Guide, quality assurance, which occurs through the 
Manage Quality project management process, is most concerned with using project 
processes effectively. This includes assuring stakeholders that the end result of the project 
will meet their needs and expectations and that quality requirements are met. 


A. Brainstorming is a form of data gathering, a technique of the Develop Project Charter 
process. Other examples of data gathering include focus groups and interviews. 
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C. The organization’s culture, structure, and governance are considered to be part of 
enterprise environmental factors. Enterprise environmental factors are conditions or 
capabilities that are not under the direct control of the project team but that influence or 
constrain the project. 


C. When joining a new organization, it is important that a project manager familiarize 
themselves with the organization’s culture. Understanding how the organization operates, 
its tolerance level, and its appetite for risk, among other things, is important to tailoring 
the project management approach. 


